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In mid-October, Banco de Mexico's head governor, Miguel Mancera Aguayo, reported that as
of the end of September foreign currency reserves remained at a relatively low US$17.2 billion,
representing a drop of more than US$7 billion compared with the level reported at the end of 1993.
Speaking to more than 2,000 participants at the annual National Banking Convention in the resort
of Cancun, Quintana Roo state, Mancera Aguayo noted that the level of reserves has been unable
to recover after falling sharply in April and May. The drain of reserves during those two months
followed the assassination in March of Luis Donaldo Colosio, former presidential candidate for the
governing Institutional Revolutionary Party (PRI), which forced the central bank to sell dollars in
order to prevent a collapse of the peso.At that time, the US government helped set up an emergency
line of credit of US$6 billion for Mexico to draw on in case of a massive sell-off of the peso.
According to financial analysts, the line of credit was never touched because the Central Bank
had ample foreign currency reserves to release in the market. Nevertheless, the US$17.2 billion in
reserves reported at the end of September represented nearly a 30% drop from the US$24.3 billion
in the hands of the government at the end of 1993. In addition, Mancera cautioned that the decline
in reserves should also be viewed in relation to the high for the year, which was US$28.6 billion as
of February. He said reserves have fallen by 40%, or by about US$11.4 billion, since February. On
the other hand, Central Bank statistics showed that the level of foreign reserves have inched higher
from the end of the second quarter of this year, when the total was US$16.2 billion.
Notwithstanding the reductions from year-end 1993, bankers and business leaders attending
the Mexican banking conference in Cancun described the level of foreign currency reserves as
"adequate." For example, Luis German Carcoba, director of the Business Coordinating Council
(Consejo Coordinador Empresarial, CEE), said the fact that reserves have been able to inch upward
is a sign that foreign businesses continue to have confidence in the Mexican economy. Still, the
latest statistics represent the level of foreign currency reserves through the end of third quarter of
the year, and do not reflect the actions taken by the Central Bank following the assassination in late
September of Jose Francisco Ruiz Massieu, former secretary general of the PRI (see SourceMex,
10/05/94). According to some reports, that incident forced the Banco de Mexico to sell US$1.2 billion
in US dollars to help prop up the peso.
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